§31.3401(a)(8)(B)-1

(b) Remuneration subject to with-
holding of income tax under law of a for-
eign country or a possession of the United
States. (1) Remuneration paid for serv-
ices performed in a foreign country or
in a possession of the United States for
an employer (other than the United
States or any agency thereof) by a cit-
izen of the United States does not con-
stitute wages and hence is not subject
to withholding, if at the time of the
payment of such remuneration the em-
ployer is required by the law of any
foreign country or of any possession of
the United States to withhold income
tax upon such remuneration. This
paragraph, insofar as it relates to re-
muneration paid for services performed
in a possession of the United States,
applies only with respect to remunera-
tion paid on or after August 9, 1955.

(2) Remuneration is not exempt from
withholding under this paragraph if the
employer is not required by the law of
a foreign country or of a possession of
the United States to withhold income
tax upon such remuneration. Mere
agreements between the employer and
the employee whereby the estimated
income tax of a foreign country or of a
possession of the United States is with-
held from the remuneration in antici-
pation of actual liability under the law
of such country or possession will not
suffice.

(3) The exemption from withholding
provided by this paragraph does not
apply by reason of withholding of in-
come tax pursuant to the law of a ter-
ritory of the United States, of a polit-
ical subdivision of a possession of the
United States, or of a political subdivi-
sion of a foreign state.

(4) For provisions relating to remu-
neration for services performed by a
permanent resident of the Virgin Is-
lands, see  paragraph (b)(12) of
§31.3401(a)-1.

(c) Limitation on application of section.
This section has no application to the
remuneration paid to a citizen of the
United States for services performed
outside the United States as an em-
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ployee of the United States or any
agency thereof.
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§31.3401(a)(8)(B)-1 Remuneration for
services performed in possession of
the United States (other than Puer-
to Rico) by citizen of the United
States.

(a) Remuneration paid for services
for an employer (other than the United
States or any agency thereof) per-
formed by a citizen of the United
States within a possession of the
United States (other than Puerto Rico)
does not constitute wages and hence is
not subject to withholding, if it is rea-
sonable to believe that at least 80 per-
cent of the remuneration to be paid to
the employee by such employer during
the calendar year will be for such serv-
ices. The reasonable belief con-
templated by section 3401(a)(8)(B) may
be based upon any evidence reasonably
sufficient to induce such belief, even
though such evidence may be insuffi-
cient upon closer examination by the
district director or the courts finally
to establish that at least 80 percent of
the remuneration paid by the employer
to the employee during the calendar
year was for services performed within
such a possession of the United States.

(b) This section has no application to
remuneration paid to a citizen of the
United States for services performed in
any possession of the United States as
an employee of the United States or
any agency thereof.

(c) For provisions relating to remu-
neration for services performed by a
permanent resident of the Virgin Is-
lands, see paragraph (b)(12) of
§31.3401(a)-1.
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